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The renatints Scratch- Pad 


President Roose- 
velt’s recent exec- 
utive order direct- 
ing that a Com- 
mittee on Fair 
Employment Prac- 
tices be set up in 
the OPM and that 
a provision be 
added to govern- 
ment defense con- 
tracts forbidding 
discrimination 

against workers because of race, creed, 
color, or national origin, gives point to a 
problem whose importance has been grow- 
ing ever since the rearmament program 
started. Inquiries reaching the AMA 
have indicated that companies have been 
puzzled to know how to protect them- 
selves against saboteurs and fifth column- 
ists without at the same time being guilty 
of injustice and discrimination. 

Reports have been current that in cer- 
tain industrial areas wholesale discrimina- 
tion against applicants with German and 
Italian names ts not at all uncommon. Ob- 
viously such excessive caution can have 
the most serious consequences. Not only 
is it unfair and un-American; instead of 
repressing a fifth column, it is the best 
way of creating one. Yet the overcau- 
tiousness of American concerns is readily 
understood. Well aware of the devastation 
that “Trojan horse” workers wrought in 
France in 1940, employers are determined 
that their plants will not become a spawn- 
ing ground for such elements. 

Perhaps a typical attitude was reflected 
in the remarks of a personnel executive 
recently in conversation. This executive 
commented that while he ‘‘bent over back- 
ward” in trying to be fair to German and 
Italian applicants, he confessed that he 
always felt a slight twinge of uneasiness 
when he did put them on his company’s 
payroll. 


This man’s good judgment and sense 
of fair play told him how unwise and 
unjust it would be to keep good work- 
men out of his company just because they 
had German or Italian names, and he 
could not bring himself to set up a hard 
and fast rule of absolute discrimination. 
Yet he did not feel at all certain of their 
loyalty in each case. When he did hire 





such persons, he said, he checked per- 
sonally with the interviewers of his staff 
on the background of each applicant. 


This is no academic question, and a 
simple ruling that only citizens be em- 
ployed is not the answer. For in the 
invaded countries of Europe it was found 
that aliens were not the principal agents 
of destruction but rather citizens, and in 
many cases citizens who were native-born. 
In short, it is upon the basis of a man’s 
belief rather than his place of birth that 
we should judge his loyalty. 

Many AMA members will be interested 
to know that an organization is now being 
created called “Loyal Americans of Ger- 
man Descent,’ which has headquarters 
at 285 Madison Avenue, New York City. 
This organization’s plan is to serve as an 
organized nucleus around which a broad 
movement can develop to enable loyal 
Americans of German descent to display 
their allegiance to this country. Employ- 
ers will be especially interested in its plans 
to establish committees in communities 
where there are enough unemployed of 
German descent to check on the political 
reliability of such persons through per- 
sonal interviews, through their back- 
ground, through local police, the Ameri- 
can Legion, the FBI, etc. Those found 
to be disloyal will be rejected, while those 
who are approved will be recommended 
to prospective employers. 

If placed on a practical working basis, 
such an organization can fulfil a serious 
need. For, every time a person is placed 
through the procedure, it means that one 
more skilled worker is made available for 
defense, another individual has kept faith 
in humanity, and the public welfare bur- 
den is lessened. 

Sensible and more thorough investiga- 
tion of the background of all job appli- 
cants is required by the times. (Efficient 
personnel departments can unobtrusively 
learn a great deal more about a new em- 
ployee than appears on his application 
blank.) But arbitrary discrimination is 
not the answer; enlightened management 
knows this and endorses the wisdom of 
the President's order without reservations. 


Lb & boda. 





BUSINESS 
OUTLOOK 


Upward Trend Continues; 


Priorities to Cause Dislocations 


Industry's “‘all-out’’ effort continues to 
dominate the business scene, and many 
of the indexes cited on the inside pages 
of this LETTER have climbed to new all- 
time highs. Supercharged by large-scale 
armament production, factory output is 
at the highest level on record; commodity 
prices have extended their recent gains 
despite spreading price controls; and the 
building boom continues apace, with con- 
struction activity the greatest in 13 years. 
There are few laggards in the uptrend; 
even the bear market in securities has 
displayed a firmer tone. 


Steel output has remained in the upper 
90's for the longest stretch in the indus- 


try’s history, and steel tonnage for the 
first half of this year exceeded the same 
period of 1917 by 62 per cent. No bet- 
ter indication of how assiduously industry 
is applying itself to the defense job need 
be sought than these statistics on steel. 
Selective Rise Indicated 

Since more new defense facilities are 
still under construction than have been 
placed in operation, the likelihood is that 
business activity will mount even higher 
during the remainder of the year. How 
ever, the rise will probably be more and 
more selective as time goes on, for non- 
defense production must increasingly yield 
to defense needs. Priorities are bound to 
cause dislocations in production of such 
non-necessities as autos, refrigerators and 
radios, while air transport companies and 
consumer finance organizations may be 
seriously affected by curtailment of peace- 
time activities. 

The trend toward more profitable opera- 
tions has been accentuated, but labor ap- 
pears to be coming in for the lion’s share 
of the profits. Despite increased prices, 
employees’ wages could buy 24 per cent 
more goods and services during the first 
part of this year than in the comparative 
period of the boom-year 1929. Indeed, 
the gathering momentum of the wage and 
price spiral is the chief danger spot in 
the current situation. 
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General 
Outlook 


With the exception of a slight setback at the 
end of May, business conditions have shown a 
steady improvement since the first week of May. In 
the week ended June 21, the excess of business in- 
come over expenses rose to 9.7 points as against 
8.0 points in the preceding week and reached a 
new high for the war period (July 5). 


Business pressed forward again in June, and 
numerous industries have broken all records. Be- 
ginning in August, however, the redoubled de- 
mands of the defense program will start to exact 
the sacrifices needed from automotive and similar 
industries; from then on, therefore, the uptrend 
will be more selective (July 3). 


The country is undergoing one of the broac 
industrial expansions in its history, but busir 
men and civilians are facing tough days 
tions are going to increase rather than decre: 
Business Week's monthly index of business 
tivity advanced to a new all-time high of 153 
June (July 19). 


rest 





Money and 
Credit 


The improvement in bond prices which has 
been under way since the middle of last winter 
has raised the bond price level to new highs for 
the year, and at this level the bond market has 
topped its best figures of 1940 (July 17). 


So far, prices of high-grade bonds have given 
no evidence of discounting two factors which are 
gradually becoming more clearly discernible and 
which will eventually tend to harden money rates 
and depress bond prices—the growing demand for 
loans and prospective inflationary tendencies 
(July 12). 


During the last year there has been an alr 
uninterrupted rise in the amount of money | 
rowed by American business to aid in financ 
the present armament boom. Total loans of 
porting member banks now stand at $5,895,0! 
000, compared with $4,438,000,000 a year 
and $3,872,000,000 two years ago (July 1 





Security 
Markets 


Although the major trend of the stock market 
has given no evidence of a reversal of the bear 
market, evidences of improvement have become 
stronger and indications of a turn are accumulat- 
ing (July 3-17). 





Production 


The upward trend in production of manufac- 
tured goods was extended in May at an accelerated 
rate, and the index of factory output rose to 157 
from 150 in April (1935-39100) ; this was the 
highest level on record. The prospect is that this 
high rate will be relatively well maintained dur- 
ing the remainder of 1941 (July 12). 


Stocks are expected to point selectively higher. 
While subject to war shocks and to the uncer- 
tainties of Government controls, tax boosts, and 
eventual peace possibilities, stocks are so low 
relative to almost any yardstick that they have 
discounted the numerous prevailing fears to a 
sizable extent (July 3). 


Business volume, as such, is still selling a 
low cash value in the stock market—at just ab 
the lowest price on record. The recent 5% fr: 
in stocks was matched by an almost equal! adva 
in business activity, and as a result there has b 
no important net change in the Index of Spect 
tive Confidence (Juiy 19). 





Some hint of the feverish industrial activity 
induced by the defense program may be derived 
from the fact that the tonnage of steel ingots 
produced in the first half of this year exceeded 
the total reached in the like period of the war 
year '17 by 62% (July 12). 





Distribution 


Department store sales in the United States dur- 
ing the week ended June 28 were 23% larger than 
in the preceding week and 14% above the same 
week a year ago. The purchasing power index 
rose for the fourth consecutive week to a new 
1941 high of 85.0 (July 12). 


Consumers—durable and related lines will be 
subjected to dislocations and be curtailed to an 
increasing degree. The cut in auto production 
may turn out to be quite sizable. Automotive 
parts, tires, glass, refrigerators and radios will be 
affected as will finance companies and air trans- 
port companies (July 3). 


Right now the steel industry is operating 
7.2% of capacity, and it has been hitting ab 
20% since August—about 11 months. That's 
longest 90% stretch on record; in 1929 the 1 
lasted only six months (July 19). 





The physical volume of retail sales is at an. 
time peak. Although in the durable consum 
goods fields—refrigerators, washing machines, 
tomobiles—contraction is taking place, there 
still room for some expansion of output and sz 
in the non-durable consumer-goods industries st 
as textiles, clothing, shoes (July 19). 





Construction 


Building contracts in May were 86.1% above 
those of May last year and were the largest on 
record. According to the F. W. Dodge Corpora- 
tion, contracts in May amounted to 99,167,000 sq 
ft. of new floor space as compared with the previ- 
ous high record of 94,267,000 sq. ft. in April 
1928 (July 5). 


The renewed emphasis on awarding of building 
contracts demonstrates the growing pressure to 
provide more facilities for augmenting armament 
production. In the latest week for wh‘ch figures 
are available, engineering construction awards to- 
taled three times as much as in the same week 
of 1940 (July 3-12). 


In the latest week for which figures are av 
able, the Engineering News-Record 4-week di 
average of engineering construction awards st« 
at $31,444,000, $22,438,000 


with $22, 
month ago and $14,580,000 a year ago (July 1 


contrasted 





Agriculture 


Farm cash income, including government bene- 
fit payments, amounted to $3,544,000,000 during 
the first five months of 1941, or $307,000,000 
more than in the corresponding period of 1940. 
It is estimated that the total wheat crop will 
amount to 911,000,000 bu. in 1941 as against an 
output of 817,000,000 bu. in 1940 (July 5-12). 





The Department of Agriculture’s seasonally ad- 
justed index of farm income registered 97.0 for 
May, which represented a 4.3% gain over April 
and a 21.3% gain over May, 1940 (1924-9=100) 
(July 3). 


Since the start of the war, agricultural com: 
dities have advanced nearly 50%. Farmers v 
seek to elude any effective price ceilings on a; 
will probably 


cultural products and 


(July 5-19). 


succ 





Commodity 
Prices 


The index of the price average of 28 basic com- 
modities declined during the week ended July 3 to 
146.1 after having risen quite steadily since the 
end of January to a new high peak for the war 
period of 149.5 (August, 1939=100). Never- 
theless, the index was still over 20% higher than 
at the beginning of the year (July 12). 


Commodity prices will continue in strong posi- 
tion—subject to further extension of controls or 


ceilings by the Government (July 3). 


Prices seem to have gotten ahead of Henders: 


one after another, commodities have advanc 


raising costs to processors. Since the beginn 
of the 


have risen about 40% (July 5). 


war, prices of industrial raw mater! 





Labor and 
Wages 


The index of factory payrolls, as compiled by 
the Bureau of Labor Statistics and based on 1923- 
25 as 100, rose for the fourth consecutive month 
in May to a new record high of 141.9 from the 
previous high record of 134.8 in April and from 
the low prior to the present upward movement of 
120.7 in January (July 12). 





Among the various auspicious influences for the 
coming half-year is the likelihood that labor dis- 


putes will subside (July 3). 


The current rise in employment is one of 


sharpest on record. Since January, the number 
non-agricultural workers has risen by 1.650,0 
and since May, 1940, the gain has been 3,100,0 


With new defense plants going into producti 
the trend in employment is still up (July !2) 





Foreign Trade 
and 
Conditions 








The prospect is that foreign demand will ab- 
sorb only a very small part of this country’s wheat 
surplus during the coming season, since there is 
more than sufficient wheat in other exporting 
countries to meet world import requirements. 
Moreover, the price of wheat in this country is 
well above the export price level (July 12). 





Aid to Britain is gathering steam: In April 
(the latest month for which data are available) 
exports to totaled $127,600,000, 
trasted with $53,300,000 in the same month last 


year—a gain of 139.4% (July 3). 


Britain con- 








A record total of 5,906,795 tons of merch 
ships (893 vessels) was under construction 
July 1, and the Maritime Commission is p:cpar 
to place orders for another 566 ships under 
new $1,246,650,000 just requested from ( ong: 
by the President (July 19). 
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of the broadest 
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th days restric- 
r than decrease. 
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Production has expanded further, although the 
strain of the supply problem is making itself felt 
and the rise has begun to slow down in some 
lines. Prices and price controls are increasing at 
an accelerated rate. Retail buyers are in Fall 
markets in record numbers (July). 


National income in the first five months of this 
year was within 1% as large as it was in the first 
five months of 1929. The statistics show that 
labor is receiving a larger share, and capital very 
definitely a smaller share, of the national income 


(July 15). 


The influence of the defense program is domi- 
nating business increasingly. Defense contract 
awards continue to run into hundreds of millions 
monthly, and of the new defense plants started 
during the past year far more are still under con- 
struction than are in production. This portends 
further expansion (July). 





been an almost 
- of money bor- 
aid in financing 
tal loans of re- 
| at $5,895,000,- 
QOO a year ago 
ago (July 12). 


Bank clearings (23 cities) totaled $28,093,638,- 
000 in June, an increase of 1.8% over May and 
of 28.6% over last June. The adjusted insol- 
vency index (failures) declined from 58.7 in May 
to 55.0 in June, which compared with 64.4 in 
June, 1940 (August). 


An important expansion of bank loans is under 
way; already loans and investments of reporting 
member banks stand more than $234 billions, ot 
about 10%, higher than at the beginning of the 
year. The rise in business loans has been truly im- 
pressive; an expansion of about $800,000,000 has 
taken place in these loans since January 1 (July). 





till selling at a 
t—at just about 
recent 5% rally 
st equal advance 
it there has been 
idex of Specula- 


The recovery in industrial stock shares in June 
and early July restored prices to levels prevailing 
At 128 in mid-July, the Dow-Jones 
average stood several points above its level in 


July a year ago (July). 


in January. 





is operating at 
on hitting above 
That's the 


n 1929 the run 


iths. 


While the increasing difficulty of obtaining raw 
materials supplies has forced some manufacturing 
plants to slower operating schedules, production 
in aggregate has actually expanded slightly—in 
direct contrast to the usual trend at the start of 
the Summer (July). 


Income from capital in the form of dividends 
and interest was $1,421,000,000 less during the 
first five months of 1941 than it was in the same 
months of 1929; the decline amounted to 29% 


(July 15). 


Brokers’ loans have continued to reflect the low 
speculative activity in the security markets. In the 
bond market, however, confidence is manifested 
in the investment outlook, and prices in many 
groups have reached new high levels in the past 
month (July). 





This bank’s index of the physical volume of in- 
dustrial production in March was 109, or 9% 
above the computed normal level. In April it de- 
clined to 105, but in May it rose again to 111 
the highest level attained in the current recovery 
period. Production in June probably advanced to 
the still higher level of 114 (July 15). 


Production is bumping against the ceiling of 
capacity. However, shortages of materials are 
beginning to tell: a survey of manufacturing com- 
panies shows that more than 25% of those cov- 
ered are now reducing output of non-defense 
items, while nearly 80% expect such curtailment 
within a few weeks or months (July). 
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rable consumer- 
1g machines, au- 
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; industries such 
19). 


igures are avail- 
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$22,438,000 a 


“ago (July 19). 


Preliminary reports indicate that retail sales 
gains in June were close to 20% over last year 
and in early July even somewhat greater. Auto- 
mobile dealers, however, were no longer able to 
maintain their spectacular sales increases; stocks 
were being diminished at the fastest rate ever 


known (July). 


When the major classification of national in- 
come, namely, wages and salaries, is adjusted for 
changes in the cost of living, this adjustment in- 
dicates that employee groups could buy 24% more 
goods and services in the first five months of this 
year than they could in the same period of 1929 
(July 15). 





The volume of building permits for 215 cities 
declined 5.3% in June to $135,385,020. However, 
this was a rise of 17.7% over last June and 
brought the six-month total to $757,147,385, an 
increase of 16.5% compared with the correspond- 
ing 1940 period (August). 


The building industry is in a boom. Residential 
construction, which is subject to long-term cycles, 
has been moving forward for seven years. The 
current level is the highest since 1928, and still 
greater activity in the coming months is probable 
(July 15). 
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Commodity prices had a substantial net rise 
during June and the first part of July. At mid- 
July, the wholesale price index of 30 basic com- 
modities stood close to the 140 level (1930- 
1932100), over 20% above a year ago. Retail 
prices in June scored the greatest advance since 
the start of the war (July). 





Factory employment increased contra-seasonally 
between May and June. In New York State fac- 


tories, employment rose 2.0% and payrolls 4.6% 


In view of the uptrend in commodity prices 
and wage rates, further advances in national in- 
come are expected as the year progresses (July 


15). 


Prices have been strong through the month, 
with both uncontrolled staple materials and manu- 
factured goods moving up faster. Ceilings have 
been put upon hides and pig iron by the OPACS 


(July). 





Wages and salaries were $635,000,000 larger 
in the first five months of 1941 than they were 
in the comparable period of 1929; while this 
change seems large in actual dollars, the percent- 
age increase of this year over 1929 amounts to 


Even manufacturing companies which are meet- 
ing difficulties in filling non-defense orders are 
busy with defense contracts, and instances of cur- 
tailments or layoffs of labor have been few. We 
still have reserves of labor available, which can be 
drawn into the industries as rapidly as skill and 
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ms of merchant Import controls are adding their difficulties to 

construction on the supply situation. The Government has ot- 

sion 1s Preparing dered all users of rubber to restrict their opera- 
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d from ( ongress importer of rubber, for the purpose of controlling 
supplies (July). 
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Industrial Relations 
Conference Scheduled 
For Autumn in Phila. 


An important Industrial Relations Con- 
ference will be held by the Personnel Di- 
vision of the AMA on October 1-2 in 
Philadelphia, it has been announced by 
Harold F. North, Industrial Relations 
Manager, Swift & Company, Vice Presi- 
dent of the Division. Further details 
concerning the program and scope of the 
Conference will be sent to the members 
of AMA through special announcements 
and in subsequent issues of the News 
LETTER. The conference will be in addi- 
tion to the annual AMA Personnel Con- 
ference now scheduled for Chicago in 
February. 


Leffingwell Award 
To C, L. Stivers 


The Leffingwell Medal for outstanding 
achievement in the field of office man- 
agement was awarded to C. L. Stivers, 
Office Manager, Jewel Tea Company, Inc., 
at the 1941 annual conference of the 
National Office Management Association. 
Mr. Stivers is a member of the Board of 
Directors of the AMA and former Vice 
President of the AMA Office Management 
Division, and has played a pioneer role 
in office management and personnel work 
during the past thirteen years. He 1s 
author of the recently published AMA 
study, ‘Experience in Retraining on the 
Dvorak Keyboard.” 

Previous recipients of the award have 
included Dr. Marion A. Bills (1940) and 
the late Henry A. Piper (1938), both 
long prominent in AMA activities. 


Index to PERSONNEL 


Attention of members is drawn to the 
index to Volume 17 of AMA's magazine 
PERSONNEL, enclosed with this issue of 
the NEws LETTER. The index covers the 
following issues: August, 1940; Novem- 
ber, 1940; February, 1941; and May, 
1941. PERSONNEL, beginning with the 
July, 1941, number, which appears in a 
new format, will be published on a bi- 
monthly basis. 

The increased frequency of publication 
will permit inclusion of material of a 
more topical character. Some of the sub- 
jects scheduled for coming issues are: 
Methods of Improving the Interview; 
Service Reviews for Foremen; Setting Up 
a Personnel Department for a Medium- 
Size Company; Routing Schedules for 
Apprentices; Problems in Running a 
Credit Union; Compensation of Sales- 
men; The Training of Raters. 





Two New Divisional Vice Presidents 


L. C. Morrow 


The recently elected head of the AMA's 
important Production Division is L. C. 
Morrow, Editor of Factory Management 
and Maintenance. Mr. Morrow succeeds 
D. F. Carpenter, Vice President and Di- 
rector of Manufacture of the Remington 
Arms Company, Inc. A dean of the in- 
dustrial publishing world, Mr. Morrow 
is known to hundreds of factory man- 
agers, production executives and engineers 
in almost every section of the United 

tates. 

A graduate, with the degree of Mechan- 
ical Engineer, of the University of 
Cincinnati, Mr. Morrow was subsequently 
associated with such concerns as Laidlaw- 
Dunn-Gordon Company (later absorbed 
by Worthington Pump Company), Root 
& Vandervoort Engineering Company, 
Barney & Smith Car Company, and Lodge 
& Shipley Machine Tool Company. Prior 
to the United States’ entry into the World 
War, he was employed by the British 
Ministry of Munitions of War at the Ed- 
dystone Rifle Plant, and during the War 
was mechanical engineer, Civil Service, 
U. S. Ordnance Department. 

In 1920 he joined the McGraw-Hill 
Publishing Company and served as Man- 
aging Editor of American Machinist. 
Eight years later he was Editor of Indws- 
trial Engineering, which was consolidated 
with the present Factory Management and 
Maintenance, of which he has been Edi- 
tor since 1933. 

He has long been active in the AMA, 
where he has served for several years on 
the Production Planning Councils. Mr. 
Morrow represents the American Society 
of Mechanical Engineers on the executive 
committee of the National Management 
Council. He is also the directing genius 
of the Silver Bay Industrial Relations 
Conference, which takes place each sum- 
mer at Silver Bay, Lake George, New 
York. 





JOHN MITCHELL 


John Mitchell, a vigorous and genial 
executive who has specialized in the office 
management field, will be in charge of 
AMA's Office Management Division for 
the next year. Mr. Mitchell will give 
leadership to one of the most active of 
all AMA’s divisions, which has been 
headed for the past two years by Norman 
C. Firth, Managing Editor, Dun's Review. 
Identified with the AMA since its early 
years, Mr. Mitchell has served on various 
Association committees and has made a 
number of important contributions to the 
meetings of the Office Management Divi- 
sion. His paper on office management 
administration before the 1938 Confer- 
ence of the Division is especially well- 
remembered. 

Mr. Mitchell is Vice President of the 
Courier-Citizen Company, for whom he 
is now engaged in reorganizing newly ac- 
quired printing plants and offices. Nine 
years ago, after having been for 20 years 
with General Electric Company, Mr. Mit- 
chell established his own organization of 
management engineers, John Mitchell and 
Associates, Inc., and since that time has 
devoted his efforts to the analysis and 
construction of office procedures and sur- 
veys of printed forms. 

With General Electric Mr. Mitchell 
carried broad responsibilities in practically 
every phase of office operations. One of 
his jobs was to establish the company’s 
Bureau of Methods, which was responsible 
for constructing and standardizing office 
procedures used by more than 6,000 work- 
ers scattered throughout the United 
States. As Manager of the Bureau, he 
controlled the purchase of office equip- 
ment, printed forms and supplies for the 
entire organization. Later, when Mr. 
Mitchell was appointed Supervisor of Ex- 
pense Control at the Lynn Works, he 
controlled the expenditure of more than 
$24,000,000 annually. 





